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EXECUTIVE SUMMARY

Participation in the Food Stamp Pwgram (FSP) has grown dramatically in the past 12
months. Between the second quarter of fiscal year 1989 (1=Y89_1) and FYg0.2, the number of
FSP partic/pants rose by over one million By Malv, h 1990 participation exceeded the 20 million
mark for the first time since 1985. 'me growth in FSP participation has been widespread,
extending to 44 states and the Dhtr/ct of Columbia. But, the size and timing of the increase in
participation have varied considerably by state. Texas, Califom/a, and Florida accounted for
nearly half the increase in pan/c/pation between FY89.2 and FYg0.2. And, while participation
has been growing in these and seven other states for several years, it has turned up for other
states as recently as the first quarter of FYg0.

The size of the recent increa_ in FSP participation is not unprecedented: between
FY79.1 and FYS0.1, part/c/pation increased by about four million individuals. Nor is the level
of FSP participation unusually high: participation also exceeded 20 million from FYS0.4 through
FY84.3. What is remarkable about the recent growth in participation is that there is no
consensus about its causes. It occurred even though there were no major changes in the FSP or
in the economy (at least as measured by the national unemployment rate).

Congrex_____.concerned about the recent increase in FSP participation, asked the U.S.
Department of Agriculture, Food and Nutrition Service (FNS) to conduct a study 'detailing
specific factors and trends respons_le for recent variations in food stamp program estimates'
(U.S. Congress, 1990). In response to that request, tlgs report analyzes the increase and its
causes. But since that increase has been so recent, many of thc data traditionally used to analyze
FSP participation are not yet available for the period of increase. For th/s rea.son, the results and
conclusions presented herein are prcl/mina_.

In principle, a number of factors might have contributed to thc increase in FSP
participation- Among them are such economic factors as increases in unemployment, increases
in the number of "working poor', increases in food prices, and changes in the distribution of
income. They also include such demographic changes as an increase in the number of female-
headed households. And they extend to changes in the number of eligible FSP households under
the recent Immigration Reform and Control Act (IRCA), which affected undocumented aliens
in thc Un/ted States. Recent changes in the FSP-increases in the value of benefits, improved
accessibility and simplified application procedures, and improved program outreach-might also
have contributed to the rise in participation- And changes in other public assistance progrsms-
such as the recent expansions in Medicaid eligibility for pregnant women and children, the wider
availability of benefits from the Supplemental Food Program for Women, Infants, and Children
(WIC), and program expansions in Aid to Fsmilles with Dependent Children (AFDC)-could have
brought more people into the public assistance system and hence into the FSP.

To investigate the causes of the recent increase in FSP participation three research
strategies were used. F'trst, the magnitude and timing of changes in key variables were identified
and compared with changes in FSP participation on a state-by-state bash. Second, the effects on
FSP participation of economic factor_ the legnliT_tion of undocumented aliens, and participation
in AFDC, Medicaid, and WIC were estimated using national and state-level data by quarter.
Third, data on households from the Food Stamp Quality Control databases for FY86 through
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FY89 were cramined to determine whether the increase in FSP participation was a result of more
households entering the program, and whether the characterisfica of households entering the
program had changed recently.

This report finds that no o_e factor explains the recent increase in FSP participation.
Most of the available ev/dence su_ests that three factors-the expansion of Medicaid, the
increase in state unemployment, and the leialization of undocumented aliens under IRCA-
conmbuted, at least partly, to the increase in FSP participation dtuing the past year. Our
preliminary estimates suggest that these three factors may account for between 25 and 43 percent
of that increase and a large group of other factors might be respons_le for the remaining
increase. But, the importance of each of the three factors and the extent to which they together
explain the increase in FSP participation varies by state.

In some states-such as Texas, Arizona, New lersey, Florida, and Penn._'lvania-the
expansion of Medicaid appears to be a major contnbutor but no clear regional pattern is evident.
Our evidence on the importance of Medicaid expansion is relatively weak, however, as it is based
upon projected (rather than actual) state-level counts of Medicaid recipients for FYg0. And no
household-level data are available for FYg0 when many of the changes in Medicaid were
expected to occur.

Increased unemployment was a key contributor to the increase in FSP participation in the
northeast and north central states-but in the western and southern states, an increase in
unemployment was much less important. In fact, unemployment declined in Arizona and Texas,
two of the ten states that had the largest absolute increases in FSP participation.

The legalization of undocumented aliens under IRCA was an important explanatory factor
in California, a state with roughly half the applicants granted resident status. It may also have
been important in other southern and western states, such as Arizona, Florida, and Texas.

For other poss_le causes of the increase-changes in the economy not reflected in the
unemployment rate, demographic and sociological changes, changes in the FSP, and expansions
in WIC and AFDC-not enough data are available to evaluate their role, or the data fail to
provide strong evidence for their importance. Some of these factors, such as economic and
demographic changes, occur slowly and are unl/kely to explain sudden increases in FSP
participation, but they may explain long-term trends in FSP participation.

A striking similarity exists between the timing of the recent increases in FSP participation
and increases in AFDC participation. But since the recent changes in the AFDC prolB-am--the
creation of the Job Opportunities and Basic Skills program and the expansion of the AFDC-
Unemployed Parents pro/lam-are just now being implemented on a widespread scale, it is
unlikely that they caused the increase in FSP participation. Instead, factors that caused the
increase in FSP participation were probably responsible for the increase in AFDC participation
as well

The household-level data show that much of the increase in FSP participation was due to
an increase in the number of households entering the program rather than to an increase in the
length of time households spend in the program. But this result should be interpreted with
caution because it has not yet been possible to examine household-level data for FYg0.

**°
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In short, the anal_is found evidence for thre_ likely contributing factors behind the recent
increase in FSP participation, but it was not able to pinpoint precisely the causes of that increase
or to forecast whether the increase will continue. When more data become available for FYgO

and when add/t/onal research approaches have been explored, FlqS may be in a better position
to explain the increase in FSP participation.
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L INTRODUCTION

The level of participation in the Food Stamp Program (FSP) has grown dramatically in the

past 12 months. Between the second quarter of fiscal year 1989 (FY89.2) and FYg0.2, an

additional one million individ-sh participated in the progrsm_ By March 1990, FSP participation

e_ceodod the 20 million mark for the first time since 1985. The growth in FSP participation has

been fairly widespread across the United States. Forty-four states and the District of Columbia

experienced a growth in FSP participation between FY89.2 and FYg02,. However, the size and

timing of the increase in participation have varied considerably by state. Changes in FSP

participation in three states-Texas, California, and Florida-accounted for nearly half of the total

increase in participation between FY89.2 and FYg0.2. And, while some states, mostly in the

south and west, experienced a steady increase in participation throughout tho previous three or

four years, other states experienced denllning participation followed by an upturn only during the

first quarter of FYgO.

,_ The size of the recent increase in FSP participation is not unprecedented: between

FY79.1 and FYS0.1, participation increased by about four million individuals. Nor is the level

of FSP participation unusually hisS: participation also exceeded 20 million from FYS0.4 through

FY84.3. What is remarkable about the recent growth in participation is that there is no

consensus about its causes. It occurred even though there were no major changes in the FSP or

changes in the national unemployment rate. But, as recently reported in The New York Tunes

(Uchite!le, July 16, 1990), many states are showing signs of economic slowdown that are not

reflected in national economic indicators.

Con_ess is concerned about the recent increase in FSP participation. The increase in

participation caused total pro/ram benefit costs to increase more rapidly than projected, thus

necessitating a supplemental appropriation for the FSP in FYg0. Because of its concerns
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regarding the growth of the FSP, Congress asked the U.S. Department of Agriculture, Food and

Nutrition Service (1NS) to conduct a study "detniling specific factors and trends respons_le for

recent variatiom in food stamp program est/mates" (US. Congr____*.1990). In response to that

request, th/s report analyzes the causes of the increase in participation.

We explore a variety of pmst_le explanations for the increase. These include changes in

econom/c factors not reflected in the national unemployment rate, changes in demographic

factors, changes in immigration legislation, changes in the FSP itself, and increases in participation

in other public a._tance programs.

Since the increase in FSP participation has occurred so Lece__ntly,much of the data which

would help explain the increase are not available. For ezrsm_ple, large data sets, such as the

Survey of Income and Program Participation and the Current Population Survey, do not as yet

cover this recent period. Hence, many of the techniques that have traditionally been used by

FNS to analyze changes in FSP participation c_n,_ot be used to analyze the recent increase.

Thus, in this report, we have adopted three alternative research strategies for assessing the causes

of the increase in FSP parficipat/on:

1. Identifying the magnitude and timing of changes in key variables on a state-by-
state basis and comparing them against the changes in FSP participation

2. Using national-level and state-level data to estimate regression models of
FSP participation

3. Using household-level data to exnmlne changes in the number of
households entering the FSP, and changes over time in the characteristics
of the entrants

As background for our discussion in this report, the next two sections of this chapter

discuss the national and state trends in I=SP participation levels. The final section describes the

structure of the remainder of the report.

2



A. NATIONAL TRENDS IN FSP PARTICIPATION

Figure L1 illustrates the time pattern of FSP participation and the level of unemployment

between FY77 and FYg0. FSP participation grew during three periods in the 1980s: (1) between

FY79.1 and FY81_2, (2) between FY82.4 and FY83.2, and (3) the recent increase which, as

explained below, started in FY893. Participation increased in the late 1970s and early 1980s in

response to the elimination of the food stamp purchase requirement and other fundamental

changes in FSP regulations that were mandated by the Food Stamp Act of 1977 (PL 95-113).

A sharp economic downturn and an accompanying rise in unemployment precipitated the

participation increase between FY82 and FY83.

After reaching its peak in FY83, FSP participation fell almost continuously until the

be_nnlng of FY88, when it leveled off.. This level trend continued until the third quarter of

FY89, when the number of participants in the FSP began to increase: between FY89.2 and

FY90.2, FSP participation increased by about 5.6 percent. The decline in participation between

FY83 and F'Y'88 coincided with an economic expansion in which the unemployment rate fell from

7.5 percent in 1984 to 5.5 percent in 1988. However, in late FY89 and the first half of FY90,

FSP participation continued to rise, even though the national unemployment rate had leveled off

Participation in the FSP has traditionally followed a seasonal pattern: participation is

highest during the second and third quartem of a fiscal year and lowest in the first and fourth

quarters, with the peak occurring in March of each year. This seasonal pattern reflects the

seasonal pattern of unemployment, which also peaks in the second quarter. In the first haft of

FY89, participation closely followed the regular seasonal pattern, peakin I in March at 19.2 million

and then be_nning the usual seasonal decline. However, a break from the usual pattern was

ev/dent in the second haft of the year. Rather than continuing the normal seasonal decline

throughout the summer, participation dipped only slightly after May, with unusual seasonal growth

3



FIGURE 1.1
Food Stamp Program Participants
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beg/nnlng in AugusL This pattern would suuest that the shift in the trend of growth in FSP

participation _aured in the third quarter of FY89.

The growth in FSP participation between FY89.2 and FYg0.2 was accompanied by a similar

growth in participation in Aid to Families with Dependent Children (AFDC). Figure 1.2 presents

plots of FSP participation, AFDC participation, and the unemployment rate between FY86.4 and

FYg0.2.1 FSP participation and AFDC participation followed strikingly similar patterns for most

of the period; the e_ception is between FY86.4 and FY87.3, when FSP participation declined and

AFDC partkipation increased. Both AFDC and FSP participation began to increase in the

middle of FY89, despite the fact that the unemplayment rate leveled out.

B. STATE TRENDS IN FSP PARTICIPATION

Although participation levels increased in the majority of states between FY89 and FYg0,

both the magn/tude and timing of thc changes var/ed widely across the country. Table 1.1

presents the average monthly number of individuals who participated in thc FSP by state during

FY8'/, FY88, and FY89, and the Et half of FYg0; it also shows the absolute change in
,,

participation between FY89.2 and FYg0.2, and the percentage change over the same period.

The states are ranked in order of the absolute change in participation over the period.

Three states-Texas, California, and Florida-experienced increases of over 100,000

participants between the second quarters of FY89 and FYg0; the percentage increases were 15.6

percent, 7.7 percent, and 17.9 percent, respectively. New Hampshire, Nevada, and Arizona

experienced very large percentage increases in participation: 35..5 percent in New Hampshire,

1 The series illustrated in the plots are deseasonalized monthly participation levels averaged
over the quarter. We used the ratio-to-moving average technique available in the TSP computer
package to deseasonalize the series. To make the plots of FSP participation, AFDC participation,
and the unemployment rate comparable, we normalized each series by subtracting its mean and
dividing by its standard deviation.

$



FIGURE 1.2

FSP PARTICIPATION, AFDC PARTICIPATION, AND UNEMPLOYMENT RATE
BETWEEN FY86.4 AND FY90.2
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TABLE L1

AVERAGE MONTHLY NUMBER OF PARTICXPAH'_ IN THE FOOD STAMP PROGRAM BY STATE.
RANg3_ BY THE ABSOLUTE (DIANGE IN THE NUMBER

OF PARTICIPANTS BETWEEN FY89.2 AND FYg0.2

FIRST TWO
QUARTERS OF ABSOLLrrE PERCENT

STATE FISCAL YEAR FISCAL YEAR FISCAL YEAR FISCAL YEAR CHANGE CHANGE
1987 1988 19e9 1990 FYSg.2.FYg0.2 FY89,2-F'Y902

TEXAS 1,477,970 1,525,156 1,634,488 1,835,639 II 254,488 15.60_
CALIFORNIA 1,627,593 1,656,_0 1,773,417 1,8'79_00 [ 136,667 7.6896
FLORIDA 607,967 622,195 667,939 755,292 Il 117,667 17.8596
NEW YORK 1,6S7,222 1_44,78S 1,463,479 1,495,165 I 57,692 3.93_
ARIZONA 202,70S 228,330 263,927 300,843 I 49,101 18.9096
OEOROXA 406,6_ 467,746 485,649 523,299 [ 43,613 8.9296
hOCHXOAN ssT,?s9 s73,414 S74,L_ 896,997 I 37,7m 4ao_
NEWJERSEY 3S3,733 3._STS 352,977 37&S_3 I 3S,759 m.22_
_CHUSETrS 30S,174 301,S66 314,494 340.927 I 3l.__n_t_ 10.1696
PENNSYLVANIA 976,74S 939,299 916,189 9'38,913 [ 29,172 3.1596
INDIANA 337,373 302,129 28S,141 301,914 ] 25,778 8.84_
_SSOURt 382,296 _9,246 404,369 426,OO4 I 25,724 6.26_
NORTH CAROLINA 416,734 398,290 390,304 410,317 I 24,504 6.1696
_F__ 502'335 491,904 499,996 518,886 II 21,099 4.1496
ALABAMA 457,208 437,829 43S,545 451,845 [ 19,416 4.4296
CONNECTICUT 115,946 108,542 113,5'39 126,836 I 17,522 15.5696
KENTUCKY 503,599 471,924 446,556 459,992 II 17,369 3.8996
WASHINGTON 303,958 307,402 320,995 334,399 [ 16,261 4.9896
KANSAS 122,369 119,163 127,975 140,491 ii 15,467 12.08_
MD4NE,SOTA 233=376 236,170 245,233 254,897 ii 14,187 $.82_
VIRGINIA 327,601 326,587 332,52O 339_4 ii 9,O23 2.6696
NEVADA _J93 26_Ol 41_3 48o4o [[ 6,?88 21.12_
I_ISSIPPI 505,60'7 494,147 492,859 498,578 I 8249 1.6696
n z .rNoIs 1,079,357 1,031,571 989_00 995,207 I 8,133 0.8196
.NEW HA=.M_SHIRE 19,830 18,491 21,866 27,458 [ 7,856 35.4696
MAINE 99_37 85,755 84_35 90,167 II 7,563 8.7096
SOUTH CAROLINA 293,930 265,694 272,044 256,920 I 6,558 2.5596

' * ARKANSAS 238,353 229,932 227330 233,655 II 5,606 2.4096
MEXICO 159,340 151,046 150,520 154,606 ii 5,414 3.5496

VERMONT 35,8O7 33,_1 34,o59 37,346 ii 4,2s3 12.2796
LOUISIANA 721,558 727,212 724,735 728,23O ii 3,872 05396
D.C. 61,170 58,804 58,498 60,647 II 3,697 6.4496
OREOON 220,236 210,828 213,217 217,133 ii 3,638 1.6496
DEI..AWAR_ 29,401 28,866 29,722 32'257 ii 3,544 11.88_
RHODE ISLAND 60,792 $7,004 56,850 59,564 ii 2,997 5.2696
COLORADO 19s,176 204_7s 211_)6 2_6,159 II 2,99o l=VTm
UTAH 86,150 90,306 94,999 97,911 II 2,694 2.7696
WEST VIRGINIA 268,925 261,550 259,228 262,507 ii 2,412 0.9196
OIO..AHOMA 279,070 278,769 260_04 264_266 I 1,918 0.T196
IOWA 202,3S5 179,261 148045 169,476 ii 1,816 1.0696
NEBRASKA 100_t 96,O83 92,324 93,577 I 1,695 1_096
MARYLAND 253,674 243,257 248,814 250,785 I 859 0__496
WYOMINO 29,941 27,469 27,286 27,672 I 605 2.14%
NORTH DAKOTA 36,776 37,094 38,672 39,116 ii 289 0.72_
SOUTH DAKOTA 54,115 SI,TI7 50,292 50,467 ii 133 0_696
MONTANA 60,846 58,145 55,847 56,033 ii (103) -0.1896
HAWAII 85,451 ?9,443 711,112 77,361 ii 0,243) -l..q7m
mAHo 60,93s 61,mrs 61,190 e0,540 ii (2,.236) -3.4396
WISCONSIN 346,853 314,..341 _0,794 286,2_ ii (4,823) -1.6396
ALASKA 31,589 28_15 26,137 22,298 ii (5,289) -19-_496
OHIO 1,104,120 1,067,872 1,067,9'78 1,055,634 ii (17,399) .1.629[,

I
ii

U.S. TOTAL 19,073,076 18,614,006 18,77'/,S9e 19J78,183 ii 1,064,613 5.6396

SOURrP-. USDA Food and Nutrition Service
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percent in Nevada, and 18.9 percent in Arizo_ Six states experienced a decline in pnrticipation

over the same period.

We divided the states into four categories according to the time pattern of their

participation levels:

· Those that experienced a generally steady increase between FY86.4 and
FYg0.2

· Those that experienced declining participation followed by an incrc_
with the turning point between FY87.4 and FY883

· Those that experienced declining participation followed by an incrensc,
with the turning point between FY89.3 and FYg0.1

· Those that experienced a generally steady decline between FY86.4 and
FYg0.2

Table 1.2 lists the states that fall into each category. Four states-Idaho, Louisiana, New Mexico,

and West Virginia--do not fit any of the categories.

Figure L3 presents plots of the number of FSP participants in selected states between

FY86.4 and FYg0_, together with a plot of FSP participation for the United States ns a whole.

Each figure illustrates the time pattern of participation for a state in one of the four categories

described above. Append/x A provides plots of FSP participation in each state.

Ten states-accounting for just under one-third of total FSP participation in FYg0-

exhibited a steady increase in participation over the period. With the exception of Minnesota and

Missouri, all the states in this category are southern or western states. Texas, Florida, and

Arizona experienced accelerated /rowth in FSP participation during FY89. In Texas, for

example, the rate of growth in participation increased in the second quarter of FY89. The upturn

in FSP participation in the ten states with the steady increase in FSP participation occurred at

different times in each state. Texas experienced an increase in FSP participation during most of

the 1980s,with the exception of a small decline between FY83.2 and FY84.4, which reflected the

8
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CATECrORIES OF STATES BASED ON THE TIME-PATtERN OF FSP
PARTICIPATION LEV_-_ BETWh'h'N FY86.4 AND FY90.2

States with a States with Turning States with Turning States with a
Steady Points between Points between Steady
Increase in FY87.4 and FY883 FY893 and FYg0.1 Decline in
Participation Participat/on

Arizona Connecticut Alabama Alaska

California Delaware Ar_n-_n_ I-Inwaii

Colorado Georgia District of Columbia Iowa

Florida Kan.sas Illinois Montana

Minnesota Massachusetts Indiana Ohio

Missouri Maryland Kentucky South Caroh

Nevada New Hampshire , Maine South Dakota

Texas North Dakota Michigan WLsconsin

Utah Ore/on Mississippi

Washington Tennessee Nebraska

Vermont New Jersey

'" V/rginia New York

North Carolina

Oklahoma

Pe--.,ylvania
Rhode Island

Wyoming

SOURCE: USDA Food and Nutrition Sezvice.

NOTE: Idaho, Lou/siana, New Mexico, and West V'urgin/ado not fit into
anyof these categories.



FIGURE 1.3

PLOTS OF FSP PARTICIPATION BY STATE BETWEEN FY86.4 AND FY�0.2
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